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KEY ECONOMIC INDICATORS 
(US$ Millions unless otherwise stated) 


INCOME, PRODUCTION, EMPLOYMENT 1977 1978 978/77 
oo eee Gm a Change 
(1) GNP at Current Prices 35523 39,252 1 
(1) GDP at Current Prices 35,714 39,610 Z 
(1) GDP at Constant 1968 Prices 17,108 17.932 4, 
(1) Per Capita GNP at Current Prices ($) 2,788 2,992 7, 
(1) National Income 33,057 36,307 9. 

n. 

i 


0. 
0. 


(6) Employment (Thous. of persons) 3,826 3,919 6/78 
(1) Plant and Investment Equipment 14,725 16,387 1 
(2) Avg. Industrial Wage (blue collar, US$ 

monthly) (Oct/Sep) (excl.petrol.prod.) 365 431 18.1 
(1) Industrial Production, excl. petroleum 

refinery (Index:1968=100) 346.0 372.2 3/78 


5 
9 
8 
3 
8 
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PRODUCTION 


(3) (a) Crude Petroleum (1.000 b/d Avg.) 2,238 2,166 2,332 6/79 
(3) (b) Iron Ore (Mill. of MT) 13.9 13.5 : 6.7 6/79 
(4) (c) Cement (Thous. of Mf) 3,278 4,231 »g 1,901 7/79 
(5) (d) Mot=> Vehicles (Thous.) 163 183 n.a. 
(4) Value of Construction Permits Granted 1,386 1,934 598 3/79 
(1) Electricity Gen. (Index:1968=100) 245.0 197.4 3/78 n.a. 


MONEY AND PRICES 


(1) Money Supply , ; 17,195 8/79 
(1) Public Debt Outstanding 0, 10,562 8/79 
(1) Public External Debt ‘ 7 6,227 8/79 
(7) Commercial Bank Prime Rate ; 11.5 10/79 
(1) Retail Price Index, Carcas (1968= =199) ; ; 194.2 8/79 
(1) Wholesale Price Index (1968 =100) ‘ 215.7 7/79 


FOREIGN SECTOR 


(1) Balance of Trade yyy 7215 =1,212 n.a. 
fh} Total rts (FOB) 9,534 9,192 n.a. 
1) Pet. and Pet. Products 9,095 8,725 , n.a. 
(1) Exports to U.S. 4,090 3,764 na. 
(1) Total Imports (FOB) 9,749 10,404 na. 
(1) Imports from U.S. 3,776 4,229 na. 
(1) Balance on Current Account -3,100 -5,367 na. 
(1) Overall Balance 7 174 1,561 s n.d. 
(1) Gold & Foreign Exchange Reserves 8,145 6,438 -8, 5,854 9/79 


Footnotes: * US $1.00 = Bs. 4.30 
** Figures are for end of the period 
*** Petroleum exports value at actual prices 


Sources: (1) Central Bank of Venezuela (6) Y Presidential Message to the 
(2) Ministry of Labor Congress 
(3) Ministry of Energy and Mines (7) Commercial Banks 
(4) Venezuelan Chamber of Construction 
(5) Chamber of Autamotive Vehicle Industry 
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OVERVIEW AND SUMMARY 


Venezuela's new President, Luis Herrera, and his government 
team have had less than a year to put their stamp on the 
direction of their country's economic development. While 

a detailed assessment of the effects would be premature, 

the basic outlines of the new orientation intended for 

both the public and private sectors in Venezuela are more 

or less in place. 


Venezuela is entering a period marked by rising prices, 
tightened credit,and some signs of economic slowdown, with 
attendant social unrest. Five years ago, following the 

sharp increase in oil prices in 1973, the country found 
itself with resources increased three-fold virtually overnight. 
The government used the sudden inflow in part to begin 
financing major programs to expand production of alumina and 
aluminum, iron and steel, power, coal, and petroleum. Incomes 
and demand expanded enormously but not always equitably. 

The public sector grew to occupy a major share of economic 
activity. Although tax revenue quickly reached a plateau of 
about $9 billion a year for the central government, Venezuela's 
superb credit rating enabled it to easily expand foreign 
borrowing to make up shortfalls. Even so, by 1978 it began 

to appear that the development program had overreached 

the country's capacity: The current account had a large 
deficit ($5.4 billion), and reserves declined substantially 
despite large scale long and short-term borrowing. Severe 
inflationary pressures were being masked by widespread price 
controls and increasing government subsidies for essential 
food items,which distorted and complicatedthe allocative 
function of supply and demand. 


In March 1979 the new President took power on a platform 

of returning the country, which he described as “mortgaged", 
to the straight and narrow path, i.e. by moderating economic 
crowth, combatting inflation, revitalizing the private sector 
and bringing the debt under control. At the same time, 
however, he wished to put more government resources into 
social projects rather than industrial expansion. Thanks to 
the Iranian crisis and other factors, increased oil prices 
promise to boost Venezuelan tax revenues at least 25 percent 
above the old plateau, and may portend steadily increasing 
government income in future years as well. Rather than use 
this unexpected good fortune as an excuse for inaction, the 
government intends to keep to its plan of reform, putting 
the new margin into much needed improvements in social 
infrastrwture, while stimulating the private sector to 
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compete more efficently both within the Andean Pact 
(where tariffs will eventually be eliminated) and with 
the rest of the world (as Venezuelan trade barriers are 
harmonized with those of the rest of the Pact). 


Thanks to oil, and assuming that recent signs of social 
dissatisfaction do not cause the government to abandon 

its direction in the economic sphere, growth prospects 

for the Venezuelan economy should continue to be favorable. 
While 1979 has been a slack year, activity is expected 

to pick up in 1980. The balance of payments is already 
significantly strengthened, control over public spending 
has increased, and a significant, if uneven and incomplete, 
start has been made at liberating the private sector from 
price controls. Inflation and pressures for across the 
board wages increases are, however, major issues for the 
coming months. 


Venezuela is important to the United States as a major supplier 
of petroleum and an important market for US goods and services. 
Our dominant (about 40%) market share is challenged by others, 
especially Japan and the Federal Republic of Germany. U.S. 
direct investment in Venezuela amounted to $2 billion at 

the end of 1978, about 10% of the total for Latin America. 


GENERAL ECONOMIC POLICY AND GROWTH 


The Herrera government has begun to implement the three 

basic objectives of its "new economic policy": emphasis 

on spending to help the less advantaged social classes, 
correction of the economic disequilibria affecting the 
country, and reducing state interference to let the productive 
apparatus become more competitive. 


First priority has gone to getting public spending and 
borrowing under control, which the administration considers to 
have led to inefficiency, waste, indebtedness, overheating the 
domestic economy,and a substantial trade deficit--especially 
in 1978. Growth of the central government expenditures has 
accordingly been moderated, controls placed on new borrowing, 
and a target set for reducing the level of short-term debt. 

The local credit situation has been kept tight to avoid 
accommodating inflationary pressures, leading to considerable 
criticism from the private sector. Economic growth in 1979 

has consequently been at its lowest level for a number of 
years, estimated by the Government at less than 4 percent 

in real terms, despite increases in petroleum production and 
prices. While judgments vary, and a debate with highly political 
Overtones has begun, most local observers consider this 
slowdown to be essentially a healthy phenomenon, needed to 

set the stage for resumed growth in 1980 at a rate more 
sustainable than those achieved in the last few years. 
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Mainly thanks to increased oil revenues, the balance of 
payments situation has also improved to the point where a 
modest surplus trade balance is anticipated for 1979. 


A number of structural measures have been taken to 

stimulate the productive capacity of the private sector 

and encourage new investment. Price controls were removed 

from several hundred items as of September 9 and import 

duties were reduced. The basic philosophy is to provide 

firms incentives to invest in projects that will be viable 
behind a tariff barrier of no more than 100 percent. Business 
observers consider this too to be a generally salutory approach, 
although it has not been implemented across the board as 

yet (some 50-60 "essential" items remain under price control) 
and substantial segments of the private sector feel they are 
adversely affected (For example, many must pay more for raw 
materials and labor while encumbered by still controlled prices 
and facing more efficient foreign competition.) Venezuela's 
general policy toward foreign investment adheres closely to 

the restrictive guidelines of the Andean Pact. The deadline 

for reduction to 20% of foreign interest in sectors reserved 
for national companies is the end of 1979. 


As may be expected, the removal of price controls is causing 
a extra bulge in the inflation rate for this year, which 

was already high by Venezuelan standards. This in turn is 
leading to strong public pressures to renegotiate labor 
contracts and raise the minimum wage. The latter step could 
have a very appreciable effect on the agricultural sector, 
where much labor is now performed at the minimum wage. 


Reorientation of the use of public sector resources has 

begun with the presentation of the central government 

budget for 1980, which proposes substantial increases in 

the areas of health and social security, agriculture, 

and urban and marginal areas development. At the same 

time the administration has made it clear it intends to 

rescale downward some large industrial projects to bring 

them within the country's financial capabilities. Mismanagement 
of public sector industrial enterprises is being criticized 

by the government and the intention is to reduce inefficiencies 
and waste found in some of them. The Venezuelan 6th development 
plan, which covers 1981-85 and is under preparation, can 

be expected to institute the new Administrations' shifts 

in priorities on a long term basis. 


Externally, the Herrera administration has continued and 
even strengthened support for the Andean integration move- 
ment. Venezuela joined the Andean Pact's metalworking 
industries sectoral agreement during 1979, and occupies 
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the Presidency of the Andean Commission for this year. As 
such it has played a key role in starting a dialogue 
between the Andean Pact and the United States on areas of 
mutual interest, including trade, investment, and technology. 
Bilaterally, Venezuela has used its economic resources 

to support development and relief efforts in the Caribbean 
and Central America, for example by helping the island of 
Dominica after a recent hurricane and making a large 
contribution to the Nicaraguan reconstruction effort. In 
multilateral fora Venezuela continues to support developing 
country positions on economic issues. 


EMPLOYMENT AND WAGES 


Venezuela's tight labor market has eased somewhat over the 
past year. The unemployment rate which reached a low of 

4.6 percent the end of 1977 climbed to 5.0 percent in the 
first half of 1978 according to the most recent semi-annual 
Household Survey of the Central Office of Statistics and 
Information. Part of this rise was seasonal but observers 
agree that the upward trend in unemployment has continued and 
that it may now be 6.0 percent. This is a direct result of 
the cooling of yenezuela's previously super-heated economy. 
In 1977-78 employers faced rapid turnover of their labor 
force, resulting in low productivity and great difficulty 
in hiring replacements. This problem has eased slightly, 

but qualified workers even in the presently soft construction 
market still have no difficulty finding jobs, according to 
construction trade union sources. Venezuela's labor force 

in 1978 numbered 4.1 million out of a working age (15 years 
or older) population of 7.5 million. The work force is 

young with 30 percent between the ages of 15 and 24. While 
education is rapidly expanding, 68 percent of workers still 
have only a primary education or less. Productivity is low 
and employers have difficulty locating skilled workers. 

There is a high rate of illegal immigration from neighboring 
countries, particularly Colombia. 


According to the Ministry of Labor, wages for blue collar 
workers inselected, modern private sector industries 
increased by 33 percent in 1978 (Oct. 1977 - Sept. 1978) 
to an average of $592 per month. White collar workers 
averaged $960 per month. Statistics are lacking on real 
wages, but labor argues vigorously that these have declined, 
at least over the past three years of rapid inflation. The 
Confederation of Venezuelan Workers (CTV) is pushing for 
substantial legislated wage increases in the wake of the 
Government's recent action to free many controlled retail 
prices. In October the CTV introduced in Congress a bill 
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(which the Government and business community initially opposed) 
to legislate wage increases. As currently modified in the 
present stage of debate, the bill would increase the daily 
minimum wage from $3.50 to $7.00 ($5.84 for farm workers). 
The bill also proposes a general salary increase for all 
employees ranging from 30 percent for the lowest paid to 

5 percent for the higher paid. In addition to wage issues 
the labor movement is involved in extensive trade union 
elections which will culminate in elections for the 
Executive Committee of the CTV in 1980. These elections 
are fought on partisan lines and will introduce a further 
political factor into the industrial relations scene over 
the coming year. 


FINANCE 


The Venezuelan financial picture reflects the Herrera 
government's mild austerity program. Nevertheless consolidated 
public sector spending is estimated to reach $33.4 billion 

in 1979, an increase of 15 percent over the previous year. 
Central government expenditures, which must be approved 

by the Congress and over which the Administration has the most 
control itself, will be about $12 billion, up only marginally 
from the year before. Although increased oil revenues during 
the course of the year will enable the central government 

to wind up with a small budgetary surplus, the public sector 
as a whole has had to resort heavily to international capital 
markets during 1979, reflecting the resource needs of de- 
centralized agencies and development projects. 


Better control of borrowing and spending of these agencies 
is a major objective of the Herrera administration. Foreign 
public debt, as of March 1979, was estimated to be $7.7 
billion, plus $4-5 billion of short term loans to provide 
for working capital and other needs of decentralized 
activities. The Government has announced that it intends 
gradually to convert a portion of this short-term debt into 
longer-term credit, and in general to hold the growth of 
debt and debt service in line with the growth of tax revenues. 
Venezuela still ranks high among Latin American countries 
in terms of creditor confidence. 


The recently announced budget for 1980 plans central government 
revenues and expenditures to be in rough balance at $13 
billion. The sectoral allocation shows a shift in emphasis 
toward housing, agriculture, and health/social security. 

Debt service is projected at $2.8 billion. 


On the monetary side, credit conditions for the private 
sector have been tight through most of this year. The 


money supply (M-2) has shown very little growth since 
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December, although the rate of increase for the year 

ending August 1979 was about 11 percent. Commercial 

bank loans and deposits have also been virtually flat 

during 1979. Despite tight money and diminished economic 
activity, price levels have been under a great deal of 
pressure. For the year ending August the Caracas consumer 
price index was up 12.3 percent, or well above rates in the 
past. The Minister of Finance has made his concern about 
these developments clear and indicated the government's 
intention to keep average money supply growth to 15 percent 
a year to avoid validating inflationary pressures. Even this 
target would appear to call for some easing of credit in 

the coming months, however. Measures are also being 
considered to combat speculation and private price fixing 
which may occur in response to the government's price decontrol 
policies. 


The Venezuelan balance of payments showed a large current 
account deficit in 1978 ($5.4 billion), which was not fully 
offset by public and private borrowing, so that reserves 
decreased by $1.5 billion. The outlook for 1979, as a result 
of higher oil revenues and slower growth, is much improved. 
The Ministry of Finance recently estimated a current account 
deficit of $2.4 billion and no loss of reserves for the 
year. 


PETROLEUM 


Venezuela's oil industry is now in its fourth year of 
national control following the nationalization of all 
private holdings at the end of 1975. Overall policy is 
established by the Ministry of Energy and Mines while 
Petréleos de Venezuela (PDVSA), a state holding company, 
is responsible for coordinating, planning and supervising 
industry activities. Operations have been consolidated 

in PDVSA's four fully integrated operating subsidiaries, 
LAGOVEN, MARAVEN, MENEVEN, and CORPOVEN, with research 
conducted by the Venezuelan Petroleum Technology Institute 
(INTEVEP) and basic petrochemicals produced by a sixth 
subsidiary, PEQUIVEN. A number of the major foreign oil 
companies which previously had operated in Venezuela 
continue to provide the industry with technical services 
under contract. 


Oil production in 1978 averaged 2.16 million barrels per 
day, down slightly from the 2.24 million bpd rate in 

1977. The 1978 annual average rate was adversely affected 
by slack demand and excessive inventories in the first 
quarter. In contrast, demand in 1979 has been unusually 
high as the result of the Iranian production shortfall, and 
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Venezuelan production is expected to average 2.35 million 
barrels per day for the year, close to total productive 
capacity. 


In 1978, oil exports averaged about 1.9 million bpd, again 
slightly below the 1977 level. 1979 exports are estimated 

at between 2.0 and 2.1 million bpd. Approximately one-third 
of these exports are in the form of refined products, 
primarily residual fuel oil destined for the US East Coast. 
The US is the major market for Venezuela's petroleum, taking 
about 50 percent of total crwie and product exports, 
including indirect exports through refineries in the 
Caribbean. 


Multinational oil companies purchase about 65 percent 

of these exports under long term contracts, with the 
remainder sold directly by PDVSA and its subsidiaries to 
end-users, foreign government buyers and international 
oil brokers. Very little Venezuelan oil is sold in the 
spot market. 


Oil exports provide 95 percent of the country's foreign 
exchange and well over half of government revenues. Oil 
export earnings in 1979 are expected to be $3 to $4 billion 
about the 1978 level of $8.7 million as a result of the 
greater volume of exports and higher prices. The average 
selling price of Venezuela's crude oil was estimated at 
$18.42 per barrel for the second half of 1979, compared 

to $13.80 per barrel in 1978. Venezuela is a charter member 
of OPEC and will host the organizations" 55th Conference in 
December 1979. 


Recent years have been marked by an inadequate amount of 
investment in petroleum, and major investments are needed 
just to maintain production at current levels over the 
medium and long term. PDVSA has programmed $1.5 billion 
for capital investments in 1979, $2.2 billion in 1980 and 
about $20 billion over the next 10 years. Even greater invest- 
ments will be needed to carry out recent proposals to 
substantially increase productive capacity and to begin 
initial development in the Orinoco Heavy Oil Belt. New 
investments are being concentrated on extensive onshore 
and offshore exploratory drilling, reworking of old fields 
and development of new areas, secondary and tertiary 
recovery projects, and the upgrading of refineries. 


INDUSTRY 


The real value of production by Venezuela's industrial 
sector, excluding derivatives of petroleum and coal, 
increased 6.7 percent in 1978, a reduction from the 8 
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percent increase recorded in 1977. The shares of the different 
sectors in the total value of 1978 industrial production of 
$3.7 billion were: traditional industries (food products, 
textiles, tobacco, other consumer items) 41 percent; inter- 
mediate industries (pulp and paper, chemical, rubber, plastic, 
non-metallic minerals, basic metals) 29 percent; mechanical 
(metal products, electrical and non-electrical machinery, 
transportation equipment) 24 percent, and graphic arts and 
miscellaneous, 6 percent. Compared to 1977, the mechanical 
sector has gained importance relative to the others. This 
sector led in increased value of production for 1978 with 

16.5 percent. The traditional and graphic arts/miscellaneous 
sectors each posted 4 percent growth rates and the inter- 
mediate sector 2.7 percent. 


Employment in the industrial sector rose to a level of 
652,000 workers in 1978, an increase of about 7 percent over 
the number employed in this area in 1977. Percentage employed 
by sector showed no variation from the previous year, with 

55 percent in the traditional, 20 in the intermediate, 19 

in the mechanical industries and 6 in graphic arts/miscellaneous. 


The number of new industrial projects proposed by the private 
sector to the Government declined in 1978 compared to 1977 

(466 vis-a-vis 577) but the value at current prices increased 
(1978 - $1 billion, 1977 - $880 million). Many of the industrial 
projects and expansions approved in 1978, particularly those 

in the food processing area, were not realized because the 
products involved either were, or became, subject to government 
price controls. However, in July and August, i979 the 

Herrera government issued a series of decrees which 1) 

reduced the number of products classified as prime necessities, 
and thus subject to price control, to fifty-four; 2) reduced 
import duties on over 200 other locally produced products 

which were no longer subject to price control; and 3) 
eliminated import duties on 116 items and reduced them on 

an additional 33, almost all of which are not produced in 
Venezuela. 


These measures may brighten the prospects for investment 

in some industrial sectors which have, in general, been 
suffering in 1979 due to the general economic slack. The 
prepared food industry seems to have fared best in terms 

both of price relief for their products and reduced duties 

on imported raw material. Among the industries which 

received more limited relief from price control were 
pasteurized and powdered milk, edible oils, soft drinks, 
sugar, school supplies, domestic appliances, tires, auto- 
mobiles, and pharmaceutical products. Although the Government 
has indicated price adjustments will be made on those items 
to reflect increased costs of production, there are pressures 
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from the consumer side working in the other direction, 
and some firms consider margins to be shrinking to un- 
acceptable levels. 


The Venezuelan construction industry continued in a 

depressed condition through the first three quarters of 

1979. The principal reasons were the normal slowdown as- 
sociated with a change in government, tight liquidity, the 
absence of major new industrial and infrastructure projects, 
and delays in government payments. In July 1979 the 
government instituted a series of fiscal and financial 
incentives designed to stimulate lagging housing construction. 


AGRICULTURE 


Despite the general economic slowdown in Venezuela, large 
imports of food items have continued during the first half 
of 1979. Domestic agriculture is plagued with problems 
stemming from lack of semi-skilled and skilled labor, bad 
weather, poor farm management and rural exodus. In many 
sections, Colombian farm labor, both legal and illeyal, is 


being used. A large number of young Venezuelans continue to 
abandon rural life, coming to cities where jobs are available. 
The GOV has stated that the support and rejuvenation of 
agriculture is of the highest importance, and the 1980 budget 
takes some steps to implement this priority by allocating 
additional resources to agricultural credit and research. 


To stimulate output, the new administration has allowed some 
farm price increases, and others are expected. For example, 
Venezuela, a traditional sugar producing cowtry, now imports 
250-300,000 tons of sugar annually - 60% of its domestic 
consumption. Some sugar price increases were recently announced 
and bonuses offered to stimulate the production of domestic 
sugar and upgrade the quality of domestic labor. Tomato prices 
have also been increased. 


As indicated above inflation is a serious issue, and the 
government has taken some measures to lower import duties 
for food items and check price speculation via a continued 
policy of controlling consumer prices for important and 
basic foods. 


With respect to improving technology, the Venezuelan Ministry 
of Agriculture and the United States Department of Agriculture 
are exploring modes for cooperation in research on animal 
disease and nutrition, soils, farm systems, and the use 

of computers. 
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The United States is forecast to provide Venezuelan with 
about $470 million in farm products during calendar year 
1979, against $390 million for the previous year. This will 
be about 60% of the country's total agricultural imports. 
Principal US products sold are wheat, sorghum, soybean meal 
and cake, fruit concentrate, and poultry and pork products. 
On the export side, Venezuelan coffee sales are still the 
largest foreign exchange earner in the agricultural sector. 


With oil revenues increasing, climbing food imports do not 
represent as serious a burden to Venezuela's trade balance 
as in the recent past. They will continue to be necessary to 
feed a population expanding by an estimated 600-700,000 
annually. Even if farm output increases it may never achieve 
self-sufficiency. Moreover, many Venezuelans have acquired 
rather sophisticated tastes for imported food over the past 
decade. 


IMPLICATIONS FOR US BUSINESS 


Statements and measures by the new administration over 

the summer of 1979 have reinforced GOV intentions to 
reorient spending priorities and create a fresh role 

for the private sector. In a joint session of Congress 
held in mid-July, the Economic Cabinet presented a pre- 
liminary economic program which assigns top priorities 

to immediate and direct human needs including public 
services and personal security, agriculture, housing, and 
small-and-medium-size industry. The Government voiced its 
commitment to allow market and competitive forces to work 
themselves out more freely than in the past. Pledges were 
made for a reduction of government control and protection 
in the private sector, including a lowering of some import 
duties, with the aim of developing a diversified and 
competitive manufacturing sector. These pledges have since 
then been followed up by action to a significant extent. 


The Venezuelan private sectors, accustomed to both the challenges 
and risks of the free marketplace, is still sorting out its 
feelings as to the net impact on this new approach. U.S. and 
other international firms in Venezuela generally welcome GOV 
inclinations toward a private sector less encumbered by 
government control. (However, some domestic producers, including 
U.S. owned corporations, complain about reduction of import 
duties on competitors" goods.) Relaxation of price controls 

will probably evoke near-term expansion of capacity in the food 
sector, but most foreign businessmen are still taking a wait-and- 
see attitude on new investments, awaiting a clearer design as to 
how these new policies will be implemented. In any case it seem 
that the overall thrust of the GOV policies, to create an 
environment for more regular and sustainably growth, even 
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at the cost of a temporary slowdown in activity and some 
structural adjustments, should be essentially favorable 
to business activity in the longer run. 


The 1980 GOV budget message, while not treating directly 
the financing of major infrastructure projects, tones 

down the ambitious programs conceived or begun inthe 
previous administration. Several projects, including the 
Caracas Metro, the Guri Dam enlargement and the 800 KV 
transmission line, INOS regional water and sewer lines 

and CADAFE central generating plants were cited as " in an 
irreversible phase", based upon both GOV priority and the 
advanced state of completion. Several other major projects 
still in the planning stage were singled out as being 
under active study to bring them into line with financial 
resources: the Guayana (CVG) industrial projects, the 
CORPOZULIA steel complex, the CARBOZULIA coal complex, the 
rail and super highway network, port development plans, 
bauxite exploitation and shipyards. The Government also 
indicated it places high priority in some areas where major 
projects have not yet begun, such as expanded housing and 
school construction. While CVG's SIDOR carbon electrode 
plant continues to move ahead, full implementation of 

the SIDOR IV expansion program and other major projects 
will depend upon the new administration's ordering of 
priorities and their impact upon the balance of payments. 


The Government's desire to slow the growth of foreign debt, 
coupled with a tightened domestic credit situation, underscore 
the importance of export financing by US and other foreign 
. Suppliers. Availability of supplier financing, equity 
participation, and marketing arrangements related to the 
automotive industry will all be strong determinants for the 
future of the CVG gray iron foundry project. Opinion within 
Venezuela is that the planned CARBOZULIA coal project with 
its related coal transportation system, offering a nearer- 
term payout, will receive priority over the CARBOZULIA steel 
complex. The exact scope and pace of the planned railway 
is still under consideration, with an indication that it 
might be implemented in a scaled-down form in segments. 
Decisions on the third Caroni River Bridge, modernization 
and enlargement of the telephone/telex system including 
installation of an electronic switching system, a national 
airspace control system, and construction of Caracas Stadium 
are still pending. The ASTINAVE shipyard project is also 
under re-study, and could emerge in a modified form. Other 
large projects which promise a near-term payout, meet 
critical needs, or conserve foreign exchange can be expected 
to be pushed toward completion: ENELVEN's two 150 MW power 
plants, ENELVEN's coal-fired electrical plants, the Uribante- 


Caparo hydroelectrical project, the INTERALUMINA plant, and 
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the salt refinery. 


In contrast to the general policy of restraint toward 

major infrastructure and state-controlled industrial 

projects, the new Venezuelan administration continues to 

give the green light to strong investment spending 

or petroleum exploration efforts, pipelines, and upgrading 

of refineries. With all-important oil revenues in mind, 
Petroleos de Venezuela is moving ahead with its $2.1 billion 
investment program. Studies and pilot plant projects continue 
for selecting the best technology for exploitation of the 
heavy oil belt; high GOV priority can be expected to be 

given this potential foreign exchange earner. Uparading of 
refineries centers on enlarging capacity to digest heavier 
crudes and to produce gasoline and other higher value products. 
US and other foreign equity investment, financing and 
technology should continue to play a large role in new 
downstream petrochemical projects established after completion 
of the El Tablazo complex. 


The 1980 budget reflects the new administrations' desire 

to direct more spending than in the past towards agriculture, 
housing, education, and public services. The Ministry of Urban 
Development, whose responsibilities include housing, received 

a doubling of its budget for 1979. A preview of the GOV 

five year national housing plan envisages the construction 

of 600,000 units at a cost of $14 billion. A series of 
financial incentives for these programs will mean opportunities 
for US technology and equipment for factory-built and on- 

site pre-fab housing. 


Imports still account for half or more of Venezuela's food 
consumption. The new administration reiterated its desire 

to make rural life more attractive and move toward agricultural 
self sufficiency. A new Agricultural *Credit Law is under 
consideration. Opportunities exist for US technology and 
know-how geared toward yenezuelan farm and agrobusiness needs 
as well as for specialized equipment and machinery. Further 
developments on import duties and mark-up ceilings on tractors 
and other heavy equipment will condition the market for those 
items. 


GOV policy statements on a freer and more competitive role 

for the private sector, for a varied and viable manufacturing 
sector, and emphasis on medium-and small business give promise 
of new opportunities for US exporters in a wide range of down- 
stream industries. The GOV can be expected to continue to 
encourage new industrial plant expansions in the private 
sector which make a positive contribution to the balance of 
payments. The GOV has recently voiced Venezuela's need for 
foreign investment, especially that which involves a transfer 
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of technology. The whole gamut of machinery, equipment, 
and technology for production of automotive parts and 
components is a prime opportunity for US exporters, in 
face of GOV regulations which require steadily increased 
national content in automotive production. 


The US Embassy and the Department of Commerce have scheduled 
the following major events at the US Exhibition Facility in 

Caracas during 1980 to help US business capitalize on these 

economic and marketing trends: 


April 22-26 EXPO-AMBIENTE '80 
(Pollution Control Equipment) 


September 16-20 ALI-QUIPOS '80 
(Food Processing Equipment) 
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